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LETTER  OF  TRANSMITTAL 


To  His  Excellency,  TERRY  SANFORD 
Governor  of  North  Carolina 
Raleigh,  North  Carolina 

Sir: 

It  is  pleasing  to  present  to  you  this  report  on  the  operations 
of  The  North  Carolina  Medical  Care  Commission  for  the  period  July  1,  1959 — 
June  30,  1961,  including  a  summary  of  activities  since  19U5. 

It  is  with  pride  that  the  Commission  can  recount  the  tremendous 
progress  in  providing  health  facilities  and  services  throughout  the  State 
and  is  able  to  report  that  North  Carolina  has  led  the  nation  in  inaugurating 
projects  under  the  Federal  Hill-Burton  program.  The  report  is  submitted, 
however,  with  an  awareness  of  our  continuing  needs  and  the  responsibilities 
that  lie  ahead. 

Respectfully  submitted, 
EUGENE  G.  SHAW,  Chairman 
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y 


The  term  of  Mr.  Carl  V,  Cline  expired  June  30,  I960;  Mr.  Paul  W.  Bumbarger,  Jr. 
succeeded  him. 
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Executive  Secretary 
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A.  C.  Penny 
W.  Gordon  Poole 
Donald  M.  Watson 
I.  0.  Wilkerson,  Jr. 


Research  Analyst 

Administrative  Assistant 
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Consulting  Engineer 

Hospital  Administrative  Consultant 


Secretarial  Staff 

Mrs.  Katy  Bet  Barbour 
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Mrs.  Linda  Sue  Jones 
Mrs.  Elsie  C.  Olmstead 


BACKGROUND  OF  ACTIVITIES 


The  primary  responsibilities  of  the  Medical  Care  Commission  are  directed 
to  the  extension  of  medical  facilities  and  services  throughout  the  State,  particu- 
larly through  the  improvement  and  expansion  of  physical  facilities  for  health 
programs  on  the  community  level.     Enabling  legislation  is  provided  by  Chapter  131, 
Article  13,  of  the  General  StatuteSe     The  Commission's  activities  have  been  modified 
from  time  to  time  by  either  legislative  act  or  regulatory  discretion  to  meet  changing 
demands  and  concepts.     Because  of  the  enormity  of  the  needs  and  the  highly  technical 
and  costly  construction  involved,  the  Commission's  resources,  to  a  major  extent, 
have  been  directed  to  the  planning  and  standardization  of  local  general  hospitals. 
There  are  some  170  general  and  allied  hospitals  in  operation  that  require  the  Com- 
mission's services.     The  non-federal  hospitals  in  the  State  represent  assets  of 
approximately  $350  million,   provide  employment  for  some  30,000  people  and  an  annual 
payroll  of  about  $72  million.     The  vastness  and  importance  of  this  large  and  growing 
industry  and  the  changing  nature  of  hospital  standards  command  increasing  services 
by  the  Medical  Care  Commission. 

In  recent  years,   and  particularly  during  the  1959-61  biennium,   the  Com- 
mission has  also  aided  in  inaugurating  specialized  facilities  for  rehabilitation, 
mental  health,   diagnostic  procedures  for  ambulatory  patients   and  facilities  for  the 
chronically  ill.     It  has  continued  to  assist  in  the  area  of  nursing  education  with 
construction  grants  for  schools  of  nursing.     Increasing  emphasis  has  been  given  to 
the  Commission's  loan  programs  for  students  of  the  medical  and  paramedical  special- 
ties as  an  aid  in  providing  professional  services  for  the  expanding  community 
hospitals  and  the  State-owned  mental  institutions. 

During  the  biennium,   the  Commission's  major  responsibilities  were  related 
to  the  following  four  programs: 

I.     Administration  of  Federal  and  State  grants-in-aid  for 
the  planning,   construction  and  equipping  of  community 
general  hospitals,   public  health  centers,   schools  of 
nursing,   diagnostic   facilities  for  ambulatory  patients, 
chronic  disease,   nursing  home  and  rehabilitation  facili- 
ties. 

H.     Licensing  of  hospitals  and  nursing  homes. 

III.     Supplementary  assistance  in  financing  the  cost  of  hospital 
care  of  medically  indigent  patients. 

IV.     Loans  to  students  in  medical  and  paramedical  studies  who 
agree  to  provide  professional  services  in  the  more  rural 
areas  of  North  Carolina  and  in  the  State-owned  mental 
hospitals. 

By  continuing  (1)  support  of  hospital  projects  with  construction  grants, 

(2)  aid  in  staffing  medical  facilities  under  the  program  of  educational  loans  and 

(3)  high  maintenance  and  operating  standards  through  hospital  licensure  examinations, 
the  Commission's  activities  complement  each  other  in  improving  health  facilities  and 
services  on  the  community  level* 


I.  PLANNING  AND  CONSTRUCTION  OF  MEDICAL  FACILITIES 

The  Commission  is  the  State  agency  authorized  to  administer  Federal  grants- 
in-aid  under  the  Hill-Burton  program  for  the  construction  and  furnishing  of  local 
and  State  hospitals,  schools  of  nursing,  public  health  centers,  outpatient  depart- 
ments, nursing  homes  and  rehabilitation  facilities.  The  Federal  grants  may  be  applied 
to  projects  sponsored  by  governmental  subdivisions  and  nonprofit  community  corpora- 
tions. The  cooperative  program  involves  Federal  and  local  matching  funds  and,  in 
some  instances.  State  funds  have  been  allocated  to  aid  sponsors  with  limited  resources. 

During  the  biennium,  the  construction  program  has  changed  significantly.  In 
earlier  years,  resources  were  primarily  directed  to  the  development  of  health  facili~ 
ties  in  counties  where  none  previously  existed.  This  involved,  to  the  most  extent, 
the  financing  of  small  local  general  hospitals  and  public  health  centers.  Due  to 
increased  utilization  of  hospitals  in  recent  years  and  growth  in  population,  most  of 
the  initially  constructed  hospitals  have  had  to  be  expanded.  The  shift  in  population 
toward  the  urban  centers  has  placed  an  unprecedented  demand  on  health  facilities  in 
these  areas.  Projects  in  the  larger  towns  and  cities  are  naturally  more  comprehensive 
and  costly  in  scope.  It  is  also  to  be  considered  that  the  expansion  of  an  existing 
hospital,  particularly  the  larger  ones,  involves  more  complicated  planning  than  does 
the  inauguration  of  small,  all-new  facilities.  Whereas  in  previous  years  most  of  the 
hospitals  developed  by  the  Commission  were  under  100  beds  in  size,  many  of  the  newer 
facilities  are  in  the  200  to  500-bed  category. 

Because  of  the  limitation  of  funds  and  the  volume  of  needs  requiring  assist- 
ance, it  became  increasingly  more  important  during  the  biennium  that  the  Commission 
apply  its  resources  to  proposals  that  serve  the  widest  segment  of  the  population. 
It  .vas  also  essential  to  adopt  more  thorough  area-wide  planning  procedures  as  a  means 
of  discouraging  unnecessary  duplication  of  costly  health  facilities. 

Vfith  this  change,  the  Commission  found  it  feasible  to  establish  a  rate  of 
participation  that  would  permit  the  development  concurrently  of  needed  facilities  in 
both  the  rural  and  urban  communities.  Accordingly,  during  the  biennium,  Federal  funds 
were  Fisr.erally  subscribed  on  the  basis  of  55  per  cent  of  approvable  project  costs, 
requiring  !i5  per  cent  participation  on  the  local  level,  except  when  State  funds  could 
be  supplied  to  aid  the  more  economically  disadvantaged  applicants. 

In  view  of  the  reduction  in  State  funds  for  construction  and  the  volume  of 
expensive  proposals  requiring  consideration,  a  ceiling  was  placed  upon  State  funds 
in  the  more  costly  projects  and  only  a  few  proposals  could  be  aided  with  State  funds 
during  the  two-year  period. 

As  a  means  of  encouraging  the  development  of  rehabilitation  programs  and 
because  of  the  slight  demand  on  the  specialized  Federal  funds  allotted  for  this 
particular  type  of  project,  the  Commission  increased  the  rate  of  participation  in 
rehabilitation  facilities  from  55  per  cent  to  66  per  cent  during  the  1960-61  fiscal 
year.  All  other  categories  of  projects  were  approved  on  the  basis  of  55  per  cent 
Federal  participation. 

The  statistics  contained  in  the  following  tables  summarize  the  construc- 
tion program  for  each  of  the  two  years  of  the  biennium.  Other  tables  are  included 
to  reflect  progress  of  construction  of  medical  facilities  from  19U7  (the  year  the 
construction  program  actually  got  underway)  through  June,  196l. 
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Table  3 

Federal  Allotaents  to  forth  Carolina  for 
the  Construction  of  Medical  Facilities 


Hospitals;  Health  Centers} 
Nurses'  Residences 


Diagnostic  and  Treatment  Centers 
Chronic  Disease  Hospitals 
Hursing  Homes 
Rehabilitation  Facilities 

Total 


1959  -  1961 

Total  for 

1959-1960 

1960-196I 

the  Biennium 

$  6,1*36,503 

$  6,308,032 

$  12, 71*1*,  535 

256, 77U 

251,1*25 

508,199 

2S6.77U 

251,1*25 

508,199 

10.8,666 

1*10,030 

828,696 

108,666 

1*10,030 

828,696 

*  7,787,383 

1 7,630,91*2 

$  15,1*18,325 

State  Appropriations  to  the  Commission  for 
the  Construction  of  Medical  Facilities 

1959  -  1961 

$  500,000 


Total  Appropriations  to  the  Commission  for 
the  Construction  of  Medical  Facilities 

191*7  -  1961 

Federal  Appropriations     State  Appropriations 
$  69,197,31*2  *  18,326,972 
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II.  LICENSIHG  PROGRAMS  FOR  HOSPITALS  AND  NURSING  HOMES 


At  the  end  of  the  bienniua,  16?  hospitals  were  licensed,  representing 
almost  17,000  beds.  Rapidly  changing  standards  continue  to  demand  more  intensive 
examination  of  hospital  facilities.  Research  in  recant  years  and  the  increasing 
introduction  of  electrical  equipment  in  operating  areas  have  invited  more  atten- 
tion to  electrical  circuits  and  conductivity  of  floors  in  departments  where 
flammable  anesthetics  are  employed.  With  the  cooperation  of  the  State  Fire 
Marshal,  local  building  inspectors,  the  State  Board  of  Pharmacy,  and  the  sanitary 
engineers  and  nutritionists  of  the  Health  Departments,  the  licensing  program  has 
continued  to  support  an  upgrading  of  hospital  facilities  and  services. 

In  some  instances,  the  licensing  classification  of  hospitals  ha3  been 
modified  to  reflect  newly  discovered  deficiencies  in  buildings  and  operations. 
At  the  end  of  the  calendar  year  I960,  of  the  167  hospitals  licensed  110  received 
Class  I;  39,  Class  II  and  18,  Temporary  Conditional  licenses.  About  half  of  the 
Temporary  Conditional  licenses  will  be  converted  to  Class  I  status  when  new 
facilities  now  in  development  replace  existing,  substandard  buildings. 


Table  7 


Comparative  Distribution 

of  Licensed  Hospitals  by  Size  (1) 

Bed  Size 

of 
Hospital 

1958 

1959 

I960 

No.  of      Total 
Hospitals     Beds 
in  Group  Represented 

No.  of      Total 
Hospitals     Beds 
in  Group  Represented 

No.  of 
Hospitals 
in  Group 

Total 

Beds 
Represented 

1-9 

8         U3 

6         37 

6 

37 

10  -  2U 

16        3U8 

12        228 

11 

209 

25  -  U9 

39      1,U95 

37       1,312 

35 

1,207 

50  -  99 

16      3,187 

53       3,327 

53 

3,301 

100/ 

59      9,601 

58     11,015 

62 

12_,056 

Totals 

168      lii,67U 

166      15,919 

167 

16, 810 

Table  8 

Licensed  Hospitals  by  Medical  Services  Provided 

General  11*7 

Tuberculosis  3 

Chronic  disease  2 

Rehabilitation  2 

Orthopedic  1 

Pediatric  1 

Eye,  ear,  nose,  throat  2 

Physician's  clinie-hospital  9 

(1)     Beds  by  design  reported  by  hospital 
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Table  9 
Sanitation  Ratings  of  Licensed  Hospitals 


Number  of 

Hospitals 

Rating 

1959 

I960 

100  ■ 

-  96$ 

29 

23 

95  - 

•  91 

9U 

91 

90  - 

■  86 

31 

3U 

85  - 

■  81 

a 

3 

80  - 

■  70 

2 

6 

Unrated 

6 

10 

166         167 


As  a  means  of  clarifying  the  types  of  facilities  qualifying  for  the 
classification  "hospital"  the  Commission  adopted  during  the  biennium  the  following 
general  criteria  for  licensing  purposes: 

The  classification  "Hospital"  shall  be  restricted  to  facili- 
ties that  provide  as  their  primary  functions  diagnostic 
services  and  intensive  medical  and  nursing  care  in  the 
treatment  of  acute  stages  of  illness.  On  the  basis  of  the 
specialized  facilities  and  services  available,  each  such 
hospital  will  be  licensed  as  to  the  following  medical  types: 
(1)  general;  (2)  mental;  (3)  tuberculosis;  (£)  rehabilita- 
tion, including  orthopedics;  (5)  maternity;  (6)  pediatric; 
(7)  eye,  ear,  nose  and  throat;  and  (8)  physician's  clinic- 
hospital.  Extenuating  circumstances  will  be  considered  in 
continuing  the  classification  of  a  facility  licensed  as  a 
hospital  prior  to  September  1,  I960.  All  other  medical 
facilities  accepting  patients  requiring  skilled  nursing 
care  that  are  not  operated  as  a  unit  of  a  hospital  within 
the  above  meaning  shall  be  classified  as  a  "Nursing  Home." 
Each  facility  applying  for  licensure  will  be  classified  in 
accordance  with  the  determination  of  the  Medical  Care  Com- 
mission. 
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Horsing  Bgagg 


There  were  38  nursing  homes  licensed  as  of  March  17,  1961  when  the 
licensing  authority  for  these  facilities  was  transferred  by  legislative  enact- 
ment to  the  State  Board  of  Health*  During  the  biennium,  the  Commission' s 
licensing  program  emphasized  primarily  the  maintenance  of  full  medical  records, 
conformity  with  safety  requirements  of  the  State  Building  Code,  sanitation  and 
odor  control,  and  improvement  in  staffing  patterns  and  personnel  qualifications. 
The  Commission  proceeded  with  caution  in  its  licensing  program,  particularly  in 
the  area  of  building  safety.  As  a  result,  a  high  standard  has  been  maintained 
for  buildings  of  licensed  nursing  homes. 

At  the  end  of  the  calendar  year  I960,  a  study  was  made  to  determine 
the  utilization  of  beds  in  licensed  nursing  homes.  It  was  found  that  the  36 
nursing  homes  having  a  total  of  1,136  beds  were  using  59.1  per  cent  of  their 
beds  for  patients  requiring  professional  nursing  care.  Residents  needing 
primarily  home  care  services  occupied  U0.9  per  cent  of  the  licensed  beds. 

The  distribution  of  licensed  nursing  homes  by  size  during  the  last 
year  of  the  biennium  is  reflected  in  the  following  table: 


Table  10 


Number 

Licensed 

Bed  Size  of  Nursing  Home 

(March  17, 

1961) 

Total  Beds 

6-18 

5 

71 

19  -  30 

17 

U5 

31-50 

11 

386 

51-75 

3 

165 

76  -  99 

1 

80 

100/ 

1 

130 

38 

1,21*7 

Transfer  of  Licensing  Authority  for  Nursing  Homes 

The  Medical  Care  Commission  and  the  State  Board  of  Health  jointly 
concurred  in  a  proposal  submitted  to  the  1961  General  Assembly  to  transfer  the 
licensing  authority  for  nursing  homes  to  the  State  Board  of  Health  under  the 
provisions  of  Senate  Bill  13c  This  arrangement  seemed  desirable  in  that  it 


19 


would  enable  the  Commission  to  concentrate  its  resources  on  hospitals,  a  major 
responsibility.  The  tremendous  growth  in  hospitals  and  the  increasing  develop- 
ment of  highly  technical  standards  for  these  specialized  facilities  are  requiring 
the  Commission  to  provide  more  complete  services  to  this  large  group  of  medical 
facilities  to  which,  by  statute,  the  Commission  is  primarily  obligated.  The 
transfer  was  also  considered  practical  in  that  the  Board  of  Health  now  receives 
special  Federal  grants  that  can  be  used  in  financing  services  to  nursing  homes, 
thereby  obviating  anticipated  increases  in  State  appropriations  for  administering 
the  nursing  home  licensing  program. 

In  recent  years,  the  progressive  patient  care  concept  has  been  accepted 
as  a  better  means  of  assuring  more  adequate  and  specialized  care  for  patients 
admitted  to  general  hospitals.  Many  hospitals  are  now  graduating  patients  into 
groups  depending  upon  the  intensity  of  medical  and  nursing  care  required.  A 
number  of  hospitals  are  undertaking  intensive,  intermediate  and  self-care  units, 
and  a  few,  in  addition,  are  implementing  units  for  the  long-term  chronically 
ill.  It  is  expected  that  many  more  hospitals  will  adopt  programs  of  this  nature 
in  the  future.  In  transferring  the  nursing  home  program  to  the  State  Board  of 
Health,  the  General  Assembly  and  the  several  agencies  concerned  considered  it 
advisable  under  the  above  circumstances  to  make  a  clear  distinction  between 
nursing  homes  and  medical  programs  operated  by  hospitals  that  are  subject  to 
licensure  by  the  Medical  Care  Commission.  Accordingly,  S.B.  13  provides  that 
licensure  of  any  medical  facility  or  unit  operated  by,  under  the  auspices  of 
or  in  conjunction  with  a  hospital  subject  to  licensure  under  G.  S.  131  will 
continue  to  be  licensed  by  the  Medical  Care  Commission. 

The  transfer  of  nursing  home  licensure  to  the  Board  of  Health  became 
effective  March  17,  1961,  the  date  of  the  bill's  ratification. 
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in.  HOSPITALIZATION  OF  THE  MEDICALLY  INDIGENT 


During  the  biennium  to  May  1,  196l,  In  accordance  with  the  provisions  of 
G.  S.  131-119,  the  Commission  continued  to  contribute  to  approved  North  Carolina 
hospitals  81.50  per  day  for  each  patient  whose  medical  indigency  was  certified  by 
the  local  welfare  departments.  This  was  the  maximum  per  diem  payment  authorized 
by  law. 


Table  11 


Summary  of  Hospitalization  Program  for 

the  Medically  Indigent 

Fiscal  Tear 
1959-60 

Fiscal  Year 
1960-61 

Bienniura 
1959-61 

Appropriations                                                    $325,000.00 

$325,000.00 

$650,000.00 

Total  Amount  of  Claims                                     296,OU9.50 

279,8U7.59 

575,897.09 

Unexpended  Appropriations  -  Reverted           28,950.50 

U5,l52.)4l* 

7U.102.91 

Total  Number  of  Claims                                     19,253 

18,2U1 

37,U9h 

Total  Number  Days  of  Care                               197,366 

166,565 

383,931 

Total  Number  of  Hospitals                                        H4i 

1U5 

150 

Average  Payment  Per  Claim                                       $15.38 

$15.31* 

$15.36 

Average  Length  of  Stay  Per  Claim                       10.2 

10.2 

10.2 

*  Transferred  to  the  State  Board  of  Public  Welfare 

on  May  1,   1961 

The  196l  General  Assembly  considered  it  feasible  to  transfer  the  appropria- 
tions for  this  program  from  the  Medical  Care  Commission  to  the  State  Board  of  Public 
Welfare  as  a  means  of  enabling  the  State  to  obtain  Federal  matching  funds  for  certain 
categories  of  medically  indigent  patients.  In  accordance  with  Senate  Bill  12,  the 
unexpended  balance  of  $U5,152.!±1  in  the  fund  was  transferred  to  the  State  Board  of 
Public  Welfare  on  May  1,  1961. 
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IV.  STUDENT  LOAN  PROGRAMS 

The  purpose  of  these  programs  is  twofolds  (1)  to  provide  financial  assist- 
ance to  students  of  medicine,  dentistry,  pharmacy  and  nursing  as  a  means  of  encouraging 
them  to  seek  opportunities  in  the  small  towns  and  more  isolated  rural  communities  of 
the  State;  (2)  to  furnish  loans  to  students  of  medicine,  nursing,  social  work  and 
psychology  who  will  agree  to  provide  professional  services  as  full-time  employees  in 
the  several  State-owned  mental  hospitals. 

During  the  biennium,  the  Commission  undertook  a  more  intensive  appraisal  of 
applicants  for  loan3  under  each  of  these  programs  as  a  means  of  improving  the  selection 
of  students  who  indicate  a  sincere  desire  to  practice  within  the  limitations  for  which 
the  programs  are  designed.  While  students  in  medicine,  dentistry,  social  work  and 
psychology  have  had  little  academic  difficulty,  the  students  of  pharmacy  and  nursing 
in  previous  years  have  experienced  proportinately  greater  failures.  About  $0   per  cent 
of  the  pharmacy  students  failed  to  complete  their  professional  studies  and  21  per  cent 
of  nursing  students  dropped  out  of  school  because  of  academic  difficulties.  In  view 
of  this  experience,  the  Commission,  during  the  biennium,  initiated  with  the  cooperation 
of  the  Employment  Security  Commission  a  program  of  testing  potential  aptitudes  of 
applicants  for  loans  in  pharmacy  and  nursing.  This  has  proved  to  be  an  effective  pro- 
cedure in  the  over-all  screening  of  applicants  for  these  loans. 

No  additional  appropriations  were  requested  of  the  Legislature  as  a  residue 
of  uncommitted  funds  at  the  beginning  of  the  biennium  was  estimated  to  be  adequate  to 
finance  applications  during  the  1959-^1  period.  There  were  sufficient  funds  to 
finance  applications  received  up  to  June  30,  196l.  However,  at  the  end  of  this 
period,  the  residue  was  substantially  obligated  and  the  196l  General  Assembly  appro- 
priated $200,000  to  continue  the  rural  program  and  $100,000  to  finance  the  State 
hospitals  program  during  the  next  biennium.  It  has  been  the  intent  of  the  Commission 
to  establish  the  rural  plan  as  a  revolving  fund  through  repayment  of  loans  by  students 
after  they  have  commenced  practice.  The  recipients  of  loans  under  the  State  hospitals 
program,  by  statutory  provision,  do  not  repay  the  loans  if  they  complete  satisfactory 
service  to  the  State  institutions. 

Establishment  of  a  New  Nurse  Scholarship  Fund 

The  North  Carolina  State  Nurses'  Association  requested  the  1961  Legislature 
to  establish  a  fund  to  assist  graduate  registered  nurses  in  obtaining  additional 
academic  training  as  a  means  of  improving  their  abilities  as  instructors  in  hospital 
schools  of  nursing.  It  was  the  opinion  of  the  sponsor  of  this  legislation  that 
additional  academic  preparation  on  the  part  of  nurse  instructors  would  improve  the 
quality  of  instruction  in  the  nursing  schools  and,  accordingly,  would  reduce  the 
number  of  graduates  failing  State  Board  examinations.  The  Legislature  appropriated 
$50,000,  or  $25,000  for  each  year  of  the  next  biennium  to  the  Medical  Care  Commission 
for  this  purpose.  At  the  end  of  the  1959-61  biennium,  the  Commission  was  in  the 
process  of  preparing  rules  and  regulations  for  administering  this  scholarship  fund. 

Accumulated  statistics  for  the  student  loan  programs  are  contained  on 
page  23. 
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Return  or  renew  by  last  stamped  date. 
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